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Marc Harris: BusinessTV
Damon, nice to see you, thanks for joining us.

Damon Hopkins: Broadstone
Thank you for having me.

Marc Harris: BusinessTV

Pleasure, pleasure. I suppose we'd better put the cart before the horse, as it were, on this first
question, because while we will be discussing exactly how salary sacrifice works, we'd better deal
with the big news first, which is this £2,000 cap. So can you explain to us exactly what this is,
please?

Damon Hopkins: Broadstone

Yes, it's a great place to start and a really important point to clarify, Mark. So what is being
proposed from April 2029 is not that pension salary sacrifice is in of itself being capped, but rather
the NI relief that is achieved on pension salary sacrifice is being limited to £2,000.

So that doesn't stop pension salary sacrifice being made above £2,000. All that it does is limit the
amount of NI relief on the first £2,000 of pension salary sacrifice, and that's a really important
point. It's one that's been misunderstood by members from our experience, given what we're hearing
from pension savers, what we're hearing from employers as well, as well as what's being reported in
the financial and mainstream media.

So it's nuanced, but it's really important because that doesn't mean that people could or need to stop
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salary sacrificing above £2,000 per year. It simply means that the NI savings that are made are
limited to the first £2,000. And indeed, there are some ancillary benefits of continuing salary
sacrifice beyond the £2,000 limit.

Marc Harris: BusinessTV

What is your immediate assessment, Damon, of the likely impact upon UK businesses? I mean,
leaving aside the misconceptions, one of which we've just dealt with, leaving aside those for the
minute, does this, in its true sense, fundamentally really impact upon the value of this to employers
and employees? Or is it another case that the headlines are more dramatic than the actual real world
impact that it's going to have?

Damon Hopkins: Broadstone

Yeah, look, I think the headlines are dramatic. They're arguably sensationalist. Part of that is
because it was so widely speculated and reported before the budget. Part of it is that pensions
invariably are a political hot potato and politically sensitive. So I guess I can understand why
perhaps there's been the reaction, because it's been so widely reported, as I say, in both mainstream
and financial media. But I think the impact will vary quite significantly from employer to employer.
Having said that, I think by the vast majority of employers and employees will continue to
significantly benefit from salary sacrifice. Where there might be a disproportionate, if you like,
impact on an employer is if they have a high proportion of high earners, perhaps in the professional
services sector, certain employers will have a high proportion of high earners who also make high
contributions and or make high contributions. So I suspect the vast majority of employers will see
an impact, but a relatively modest impact. And indeed, therefore, salary sacrifice will still remain
very effective and generate quite significant national insurance and savings for employers. But there
will be employers who probably feel a disproportionate impact, either because they've got on
average quite high earning staff and or they pay high contributions.

Marc Harris: BusinessTV

Another question I just wanted to ask concerning this cap and the impact of it and the recent news
that we've had is that, of course, those people who would have followed the detail more closely than
others will realise that this isn't actually going to, these proposed changes won't come into effect
until 2029. So can you confirm those deadlines for us? Do employers really have there for
theoretically three full years and a bit, 26, 27 and 28 to continue just to take advantage of this whole
salary sacrifice for pensions under the current uncapped rules?

Damon Hopkins: Broadstone

It is entirely the case that nothing will change until April 2029. So it's status quo. We're expecting
the legislation to be passed in summer of next year and then for the change to come in effect with
effect from April 29. So yes, there's obvious advantages. There's the advantage of being able to
make hay while the sun shines, so to maximise the benefits that salary sacrifice offers. But that sort
of three and a half year timescale also gives employers a lot of time to plan and think about from the
budgeting and otherwise perspectives what they can do about it. So it is helpful in terms of planning
for a change like this, but it also means that nothing changes. So there's still plenty of benefits to be
had between now and April 29. And as I say, for the majority of employers, I think beyond 2029.
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Marc Harris: BusinessTV

And then just indulge me one more question, keeping it within that vein then, if you would, is that if
we have another general election before 2029, do you think that there's any chance that all of this
will be reversed? Or if one was really sceptical, perhaps one could think that this is all just a sort of
super double bluff from the deep state to encourage people to make more pension savings, make
hay while the sun shines, but then it's all going to be reversed anyway. Or I mean, that's perhaps an
extreme example. But what would your take be on that? Maybe you don't have any insight, any
more insight than anybody else, but just interesting to hear your thoughts on that.

Damon Hopkins: Broadstone

Yes, the double bluff strategy would be an interesting one. And one that I'd love to give the
government and politicians and the government credit for if indeed they were that astute. I suspect
not. I suspect not. I suspect the effect will be that people do contribute more to, as we say, make hay
while the sun shines while we can. So I think that will happen. That will be a consequence of the
change, but I don't think it would be by design. In terms of what the chances are that this doesn't
materialise or that it's reversed, the timing is interesting. So the next election needs to take place
before the summer of 2029. So the fact that this has been implemented in April 2029 does raise the
prospect of some cynicism or scepticism, rather, as to whether it'll actually materialise. Without
getting into the politics of it, I think, of course, if there was a change of government, anything could
change. So that is possible. I wouldn't like to go as far as it being probable. However, if I was a
business owner and certainly what I'm advising our clients at Broadstone is that, like anything in
business, you've got to deal with what you know, and what we know is that this change is coming in
April 2029. So I certainly wouldn't take a strategy of wait and hope in the expectation or want that it
might change because it may not, even under a change of government. So I would plan for the worst
and make sure that you're thinking now about A, what the impact is and B, what you can do about
it.

Marc Harris: BusinessTV

Yeah, yeah. Unwise to bank on a complete reversal of that, of course, because, as we also discussed,
I think, in one of our previous conversations, a new government coming in can obviously lay the
blame on the previous government, yet enjoy the extra cash that they have coming in as a result of
this being implemented, not for any fault of their own, of course.

Damon Hopkins: Broadstone

Indeed, if there's an improvement in the fiscal situation, then perhaps they get a bit of room. If
there's not, you can say, well, look at what we've inherited, much like the current government is
doing. Look what we've inherited and we've got to make some difficult decision or at least retain
some difficult policy decisions that were made by previous governments. So yes, I think there's lots
to speculate, but part of prudence is to act in protecting yourself against the impact.

Marc Harris: BusinessTV

Indeed, indeed. And then, so then coming on to dealing in the real world, dealing with practicalities
and certainties as opposed to speculation, and indeed, something that you sort of touched upon in an
answer to previous questions, a couple of questions ago, was the fact that even though this isn't
happening until 2029, and let's just all assume that it is happening exactly as it's proposed to
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happen, you were about to sort of, I think, talk a little bit about the practical steps that companies
should be taking now, even though it is three years away. So what do those look like with
structuring, reviews? What sort of things should companies be doing starting right now and looking
to achieve within the next 12 months, 18 months?

Damon Hopkins: Broadstone

Yes, so I think that's probably twofold in terms of what a business or employer would be wanting to
do. The first thing is I wouldn't be complacent with the fact that this is three and a half years away,
because some of those, some of the mitigation strategies may in and of themselves incur a small
incremental cost. And the more time you leave yourself, the more you can amortise and manage that
cost effectively. So my first bit of advice would be to act swiftly. Once you've convinced yourself
that this is an important priority to get on top of, the first step would be to make an impact
assessment. We discussed earlier that I think there'll be quite significant variability in the impact on
employers, the extent to which they've got higher earners or higher contribution rates that mean this
cap bites or has a detrimental impact. So I think an impact assessment is really important because
you may decide actually the impact is tiny or you may establish that the impact is really small and
there's very little for you to have to do. That's step number one and a really important one, I think,
in the next few weeks or months. So understand the real world financial impact of the changes, step
number one. And then step number two is thinking about what mitigation strategies you might want
to adopt. There's some obvious ones that we've alluded to already. So making hay while the sun
shines, encouraging employees to make contributions over and above their current levels, if indeed
the national insurance savings will be mitigated beyond 2029. Thinking about, if you don't already
do, offering bonus sacrifice. So again, that's additional earnings that can be sacrificed in lieu of
pension contributions. The other strategies that I think employers are likely to consider is currently
under the automatic enrolment legislation or requirements, employers need to make a minimum
employer contribution. And generally speaking, that means that by and large employers are making
contributions. So if hypothetically an employer is making 5% contribution and an employee is
making a 3% contribution, I can see some employers considering whether to change the proportion
of employee contributions to employer contributions in incremental steps, such that by the time
April 29 arrives, the NI savings which you get from employer or the NI relief rather that you get
from employer contributions is maintained. So in that example, perhaps an employer decides to
move 1% per year from employee contribution to the employer contribution, because they've still
got to get to an aggregate minimum level of contribution under automatic enrolment requirements,
but effectively creating the same national insurance saving by shifting employee contributions to
employer contributions. Of course, that comes at a cost and therefore that cost needs to be carefully
considered and ultimately funded. But again, to my earlier point, if you're giving yourself three and
a half years, you can A, do that in increments and amortise the pain, but there are other ways that
perhaps you could fund that through your budgeting process that would be helpful with a period of
time to consider those sorts of strategies.

Marc Harris: BusinessTV

How are Broadstone's clients reacting? We're having this conversation only two weeks after the
26th of November. So how are Broadstone clients reacting and are your client employers looking to
communicate what they're up to, their strategies to the employees? Or at the moment, is it this is
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just very much something that employers are looking at and they're just continuing on as they
would do under the normal regime?

Damon Hopkins: Broadstone

Yes, so I mean, I guess, as you say, we're a few weeks on from the budget. I always said when the
budget date was announced, I'm not sure its proximity to Christmas helps, I'm not sure it helps
economic sentiment in the lead up to an important part of the year for the economy, et cetera. But it
also means that, frankly, what was ultimately announced was the less bad of the speculated
scenario. So firstly, I think there was a little bit of a sigh of relief when they heard about the change.
I don't think the change was necessarily welcomed. But in terms of the range of changes that were
speculated, this was certainly on the less bad end of the spectrum. So I would firstly say that
employers aren't panicking, certainly not in so far as our clients are concerned. We've actively
communicated that we will look to understand the impact and mitigation strategies with them in due
course, once we've got formal views on the extent of impact for each of our clients. But
communication is a really important one for no other reason that this was widely publicised as a
possible change. As I say, it was often misreported and therefore clarifying exactly what the change
means is definitely a priority for a lot of our clients because there's been a lot of questions, a lot of
those questions misfounded in what they've read in the media, et cetera. So employee
communication, certainly where employers have got a sense that this will have an impact is a really
important one that I think employers, if you instinctively think this is going to have an impact, is an
action to prioritise early on in the process. Even if it's just a holding statement to clarify, here's the
objective facts of what's changing, much like we've discussed now, and the business is working
through A, what the impact is, and B, how we do our best to support employees and the business
through managing those impacts between now and 2029. So something of a holding statement to
say, don't panic, we're looking at this, and we'll revert with any future changes that the business
proposes as a result of what's coming in April, 2029. But communication, when it comes to all
things pensions, effective and timely communication is always really helpful.

Marc Harris: BusinessTV
What about other things beyond just pension-related strategies? Could employers be thinking about
doing or mitigation strategies? Because it doesn't just have to focus around pensions, does it?

Damon Hopkins: Broadstone

Yeah, absolutely. And look, the first starting point, as we would often open these sorts of
conversations up with our clients, is it's not just about pension cost or the impact from a pensions
perspective. Pensions are part of your broader reward, benefits and compensation strategy, and your
people strategy. So looking to understand the impact's really important, but looking to mitigate that
impact extends well beyond pensions or indeed benefits. It's to pay, it's to bonuses, et cetera. And
it's how you, within your budgeting over the next three years and your strategic objectives over the
next three years, incorporate this as part of that overall planning and strategy. So that's the first point
I would make is it's more than just pensions, it's even more than just benefits. But there are some
low-hanging fruits as well. So one of the other speculated changes, which we were reasonably
convinced would happen, was that there would be some sort of restriction or some sort of cap on
other employee benefits that are currently allowed to be offered via salary exchange. Some of those,
what one would argue, are probably very generous or more generous than they need to be and
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would politically be far less sensitive and changing than, for example, pensions. So two good
examples are cycle-to-work schemes or electric vehicle schemes, which can be offered via salary
exchange. Those were completely unchanged in the budget. So maximising benefit offering via
salary sacrifice would be one strategy I would suggest employers consider. And the benefits are
clearly twofold. There's the national insurance saving derived from any benefit that's salary
sacrificed. But you also look like a good employer offering additional voluntary benefits to
employees like cycle-to-work, like electric vehicle, like tech.

So none of those things, which we were a little bit surprised by, were impacted by this. This cap on
national insurance savings is only applicable to pension salary sacrifice. So those other benefits still
remain very valued by employees, but can be pretty cost effective and achieve NI savings via salary
sacrifice as well.

Marc Harris: BusinessTV

Yeah. Now, and it's interesting you mentioned the cycle-to-work scheme because, I mean, maybe
I'm just getting old, but when I think of the cost of a bicycle, I've got a few hundred pounds in my
mind. But of course, that's not the case anymore, is it? So many bicycle purchases are well in the
thousands. So yes, it is interesting that those benefits have been completely untouched.

Damon Hopkins: Broadstone
Well, and I don't want to be too cynical, but I think it's universally known that not all those bicycles,
in fact, probably very few of them these days are actually bought to cycle-to-work.

Marc Harris: BusinessTV
Right.

Damon Hopkins: Broadstone

Post-COVID, given the amount of time that we now spend in the office, I was pretty astounded that
wasn't changed because people tend to use it for buying bicycles, of course, and I'm sure there's the
benefits of healthy living, et cetera. But I think very few these days are actually used as a mode of
transport to the office, which is what the intention was.

Marc Harris: BusinessTV
Yeah, super high grade, £12,000 worth of triathlon bike is not being used to cycle-to-work and then
bundled in the store when you get there.

Damon Hopkins: Broadstone
Quite, yeah.

Marc Harris: BusinessTV

That's interesting. Of course, it's easy, or something that companies, of course, want to avoid is
taking sort of knee-jerk responses and then quickly running around to look at different strategies
that they can employ. Not that that's a bad thing in itself because they will need to do that with
expert help from yourselves, of course, but what are some of the, in response to implementing
mitigation strategies and looking elsewhere at what can be done, what are some of the risks, some
of the pitfalls, perhaps, that companies should be cognisant of?

Damon Hopkins: Broadstone
So I think the risks are predominantly those risks associated with offering a salary sacrifice
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arrangement in the normal course, ignoring the change that's going to happen in April 2029. So
firstly, this is actually not a tax or necessarily even a pensions issue. This is an employment issue
where an employee and employer contractually agree to reduce their salary in lieu of another
benefit. So it's making sure that whatever strategies you implement to manage and mitigate the
impact of this change in future is contractually permissible and understanding what of any changes
you might need to make to your contractual wording going forward. So again, that is a normal
course of implementing and managing a salary sacrifice arrangement is always an important point.
And the second one that I've mentioned that is always very important is ensuring particularly over
the next three years where people look to maximise the amount that they sacrifice from a pensions
perspective is ensuring that they don't sacrifice salary below the minimum wage level. So that again
is an ongoing risk for operating any salary sacrifice arrangement. I think it becomes more acute
because there is no doubt that some employees will look to maximise their contributions over the
next three and a half years or so. But yeah, look, it comes down to the usual risks associated with
running a salary sacrifice arrangement which are important but very manageable with the right
support, the right advice and the right processes behind running these arrangements.

Marc Harris: BusinessTV

Perhaps now would be a good time for me to ask you if we might now just to sort of take a step
back and think about maybe somebody who's coming to this topic for the first time. Can you, now
that we've sort of dealt with the cap and what we think is going to happen and things that companies
can do in order to mitigate the impact of it, can we sort of just ask you to unpack the basics of what
salary sacrifice and as it relates to people salary sacrificing to make pension contributions and
therefore reduce NI. Can you sort of just take us through what those basic advantages are for both
the employee and the employer?

Damon Hopkins: Broadstone

Sure, so the first overarching statement I'll make is that, or reiterate, is that I'm absolutely clear that
for the vast majority of employers, salary sacrifice arrangements will continue to be an effective
way of saving national insurance beyond 2029. So if you're considering or contemplating it, I
certainly wouldn't let the announcement, the budget announcement, curtail that. It needs to be
incorporated into the feasibility and analysis of the implementation, but I certainly wouldn't let that
discourage you from considering it because it will continue to be effective. And again, it is quite
nuanced and therefore perhaps potentially my vague question about the impact of this change. It's
going to vary significantly from employer to employer and indeed at employee level, depending on
the amounts of contributions they pay and depending on, you know, their salary levels. So, you
know, those are just overarching couple of points to make. In explaining how salary sacrifice works,
the starting point is to remind everyone that employers do not pay national insurance on pension
contributions that they make on behalf of their employees. So typically an employee pays a
contribution, an employer pays a contribution, employer pension contributions don't incur national
insurance. So that's an important point in the context of what national, of what salary sacrifice
achieves. So salary sacrifice, or indeed pension salary sacrifice, involves the employee agreeing
contractually with his or her employer to reduce their salary by the equivalent amount of their
employee contribution in lieu of the employer paying that employee contribution as an employer
contribution. And the benefits of that are that the employer doesn't pay any national insurance on
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those contributions that otherwise would have incurred national insurance as part of, as part of the
employee's pay. And because the employee is reducing their gross pay, they also reduce the income
tax and national insurance they would pay on that, on that, on those earnings. There is an additional
practical benefit in that some contributions, sorry, contributions paid to some types of pension
schemes require higher and additional rate taxpayers to claim the tax relief available on pension
contributions back from HMRC via the self-assessment process. Because you are paying, reducing
your, your salary by the amount of those contributions, you're not paying income tax and national
insurance on them in the first place, and therefore it removes the need to claim that tax relief back
from HMRC. Just an additional benefit for an employee who are, who are contributing to certain
types of pension schemes where that is required. But ultimately the main benefits are that both the
employee save, the employee saves on income tax and national insurance by virtue of their, their
salary being reduced by the equivalent employee pension contribution, and the employer makes
national insurance savings on that contribution by virtue of it being paid as an employer
contribution.

Marc Harris: BusinessTV
Is salary exchange appropriate to any or, and all types of workplace pension schemes?

Damon Hopkins: Broadstone

Yes, absolutely. So as long as the pension scheme is HMRC approved, you can, you can make
contributions via, via salary sacrifice. Fundamentally that comes down to the fact that this isn't
technically, it's not a pensions issue, nor is it really a tax issue. It's a, you know, it's a, it's a
maximising of the NIR relief that's available on, on employer pension contributions and therefore
exchanging one type of contribution for another. But yes, it is, it is ultimately the pension scheme is
just receiving a sum of money that otherwise would have been employee contributions. It's just
being paid as an employer contribution. So there's not really any discernible difference in how a
provider would review that other than, or receive that other than the fact that it's an employer
contribution, as opposed to an employee contribution which is achieved by virtue of the salary
exchange mechanism. So yes, any approved pensions, HMRC approved pension scheme should be
able to, to, to receive contributions via pension salary exchange.

Marc Harris: BusinessTV

Are there rules that govern what the employer must do with that extra cash that they have now that
otherwise they wouldn't, or are they free to just do whatever they want with that money, reinvest it
in the business, take it out of the business, do whatever they want with it?

Damon Hopkins: Broadstone

It's the latter. So there's no rules whatsoever that prescribes that the employer has to do anything in
particular with, with those national insurance savings. By and large, most employers tend to retain
them and either use them towards other benefits or, you know, other, other budgetary requirements
that the business might have in its day-to-day operations. That tends to be, you know, a reasonable
majority of employers according to, to, to our research. But there are a reasonable minority of
employers that either pass on in full or part that saving in some way, shape, or form. So some might,
you know, use it to fund additional benefits that they offer employees, they may just enhance the
employer contribution by whatever saving they're making. So it's not unusual for the employer in
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some way, shape, or form to share that with employees, but the majority of employers tend to retain
the saving.

Marc Harris: BusinessTV

When employers, along with their, with their employee base decide that this is a route to go down,
is then that something that must be implemented blank, in a blanket format across all of the
employees, or is it sometimes offered selectively? Or if it's offered to everybody, do then some
employees decide, no, I don't want to do that for whatever reason? How does, how does that work?
Or, and what, you know, from what are the, what are the legalities and what do you see companies
doing?

Damon Hopkins: Broadstone

Yeah, so generally there's two ways of doing it, either opt-in, so you just give the employee the
choice of, of joining, or opt-out, which generally is on a sort of negative affirmation basis. This is
the way you're doing it, this is the way we're doing it, this is our default approach to paying pension
contributions, it kind of, this is what we're doing, tick this box if you want to opt-out sort of thing.
So there's the opt-out, which, you know, which is a, a more universal blanket approach, and there's
the opt-in, which is you're relying on employees to actually actively decide that they want to, to pay
their pension contributions by salary exchange. By probably some significant margin, the vast
majority of employers tend to do it on an opt-out basis, which ensures that the take-up, which is
usually in the high 90 percent, is much higher than those opting in. I've got one client of mine in
particular that uses that opt-in approach, and they tend to have, you know, from one year to the next,
40 to 50 percent of employees participating. Opt-out, you tend to get, as I say, in the high 90s. So
it's two different approaches, but, you know, the opt-out approach that is, you know, the kind of
default, this is the way we're going to do it, unless you opt-out, is, is more, it is far more prevalent.

Marc Harris: BusinessTV

Okay, okay, and from an administrative point of view, probably a lot easier as well. Now, my next
question, and it's, it should be straightforward, but in view of this cap, people are going to get
confused about the next question that I ask you, so we might sort of need to explain it quite clearly.
Is there a limit to how much an employee can, how much of their salary they can exchange in return
for benefits?

Damon Hopkins: Broadstone

Generally, no. With, in the pensions context, two, two important points that I'd make. The first is
that the, the HMRC has something called an annual allowance, which is, sounds quite positive, but
in fact, it's a restriction on the amount of tax-efficient savings you can make into a pension scheme.
So, you know, if you, if you, if you salary exchange and therefore contributed so much that you
exceeded that allowance, which is currently £60,000 per tax year, and you, you would then cease to
receive the tax relief above contributions, or contributions above the £60,000 threshold, so it's not
saying you, you can't, it just means that you'll, you'll, you'll cease to, to receive tax relief. So, it's not
a, it's not a limit per se, but it's a, it's a kind of restriction that you've got to be aware of as a
taxpayer. And the other thing, which is one that we've mentioned already, you can't sacrifice your
earnings below the minimum wage levels. So, that's an important, certainly from an employer's
perspective, is probably the single biggest risk that they need to be, they need to, they need to be
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aware of. But yes, and then of course, we come back to what will happen in April 29, which will
simply mean again, that it doesn't stop you from contributing above the £2,000, you will simply
only receive NI relief on the first £2,000.

Marc Harris: BusinessTV

Yes, and again, a very important distinction to make, isn't it? Because those people who perhaps are
coming toward an end of their working career, who don't feel that they've gotten up in the pension
pot, don't be confused, this is not an hour, no longer allowing you to contribute that maximum. If
you were able to do so, you can still contribute as much, almost as much, you know, within reason
with up to that £60,000 limit to your pension, as you would like to. Cap is a different, is a different
thing. You mentioned just quickly there, the obviously scenarios that people must be aware that
they, they don't get themselves into, which is sacrificing to a level which then puts you below the
minimum wage. And of course, obviously, that's implications for the employee and the employer, of
course. Are there other situations, circumstances when salary sacrifice isn't appropriate or other
risks that, again, companies need to be thinking about when they're thinking about this in general, as
a general strategy, as a general plan?

Damon Hopkins: Broadstone

Yeah, you know, there are, there are some knock-on effects to other benefits, so particularly
earnings-related benefits like group life assurance or income protection. So if you're reducing
someone's salary, naturally, that could have an impact on the level of insurance that you're buying
for that or funding for that employee. But generally speaking, there is a way of ensuring that pre-
salary sacrificed or salary exchanged salary to maintain those benefits. So that's one thing to be
aware of. But again, very, very manageable. And as I say, the way it tends to work is that you ensure
the pre-salary exchange salary, not the reduced salary. And then from a kind of, again, from an
individual employee perspective, things like credits or mortgage applications, which rely on
earnings, could be impacted as well. But generally speaking, what if, for example, on your pay slip,
it's showing that your gross salary is reduced by virtue of salary exchange, most employers would
just, again, write to, write a letter to a credit provider, confirming their pre-salary exchange salary
and setting out the reasons why the pay slip may reflect, not be entirely reflective of their gross
salary. So yeah, there's a few, these are fairly small, easily surmountable things that you need to
think about as part of the implementation, ongoing running of the salary sacrifice arrangement.

Marc Harris: BusinessTV

When is the best time for Broadstone to start working with a company? Is it once that company's
already decided that this is what they want to do, and now they just want to help implementing it?
Or is it perhaps a lot earlier in the process when they're needing to assess whether it's right for them
in the first place? I guess it's kind of the former, but perhaps you can sort of speak about typically
when you get engaged normally by a company.

Damon Hopkins: Broadstone

We tend to get engaged at feasibility points. So if we were to do this, what would the cost of
implementation be versus the savings? So it really is that feasibility assessment that we would get
involved with. And certainly I would recommend that that's the approach to take, because then we
can support through the design of the arrangement, the implementation, how it's operated,
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mitigating the various risks that we've spoken about, all the way through to employee
communication. And frankly, implementing salary exchange is not particularly costly in terms of
the advice and support that's needed from Broadstone. I guess I can speak on behalf of Broadstone.
So by and large, it tends to be feasible for the vast majority of employers, and I suspect that will
continue to be the case even beyond April 2029. But as early on in the process is always helpful,
because we can guide employers through not just the design, but making sure the design protects
against all the risks that we've spoken about, supports the employee communication in a way that
it's a welcomed benefit for both employer and employee. And I would say, just to give you a sense
of the kind of economics that we're talking about.

Marc Harris: BusinessTV
Yeah, please do.

Damon Hopkins: Broadstone

I would say 95 out of 100 salary, pension salary exchange projects that we undertake, achieve a year
one saving of the cost of implementation versus the NI saving. So, you know, even even if you're
sort of thinking about it in the context of what might change in April 2029, the reality is most
employers have still got three years of the savings at current level. And then indeed, even beyond
that, I suspect it to be a viable and effective strategy for saving national insurance.

Marc Harris: BusinessTV

Already a positive saving in year one is for 95% of clients is really quite quite impressive. And then
what what is what is the ongoing relationship looking like to do? Is it is it the case that once a
system, a salary exchange system like this has been implemented, it's all sort of plug and play
accounting software takes care of everything? Or do you need does it does a client need to get you
in at some point during the next year, just to make sure everything's running properly? Or do you
just take a backseat and they give you a bell if they get me into trouble?

Damon Hopkins: Broadstone

It's the latter. So it's very, it's very much one and done. So once it's all set up, okay, payroll
providers of all major payroll providers are very accustomed to to salary exchange across multiple
benefits. Once it's all set up from a payroll perspective, it becomes very, very simple, and doesn't
need much monitoring or involvement from from a consultant like ourselves. So very much one and
done implementation project with very little monitoring. Again, it comes back to those risks, the
key risk of being monitoring your your minimum wage levels. But again, payroll providers tend to
programme payroll systems to ensure that that doesn't happen. So yeah, very straightforward project
to begin with, with very little ongoing monitoring, and, you know, involvement of support, you
know, on a kind of year in year out basis.

Marc Harris: BusinessTV

Well, that's good to know. But probably something I should also mention, and I'm assuming that this
is the case, but while you go in and do make all the assessments and the implementation, and as you
said, it's a sort of go in there, and it's a one and done deal. And then afterwards, it all runs smoothly.
Companies who have got themselves in a mess probably shouldn't feel embarrassed about making
contact with you if they do need your professional help to sort everything out if it has gone wrong,
because there might be some companies I mean, and I guess that probably happens from time to
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time, maybe you pick up clients, because people have businesses have been trying to do this
themselves, and they've got themselves in a mess. And that mess has only now been amplified by
the proposed rules changes. I mean, do you do that? Does that happen to you? I guess it does.

Damon Hopkins: Broadstone

It does, from time to time. And salary sacrifice has been around for a long time. I think auto
enrolment has amplified the complexity of pension contributions, having to pay a certain minimum
levels that legislation requires, as well as that within the salary exchange environment means that it
is more complex, and therefore things do go wrong from time to time. So we are, you know, we are
sometimes called in to do a sort of full cradle to grave audit of pension contribution payments over
a number of years and having to make, you know, do some rectification exercises. But the reality is,
if you've got any nervousness about compliance, a lot of those auto enrolments or salary exchange
requirements that the longer you leave that audit, the bigger the problem becomes. So, you know,
again, naturally nipping it in the bud and ensuring that you understand any issues and resolve them
quickly is helpful. But yes, from time to time, we do, we do get involved. Fortunately, I can't think
of any of our own clients where that's happened, but you're quite right, others that perhaps tried to
do it themselves, and it's gone wrong, have called us in halfway through to kind of do a bit of a
clean up in an audit.

Marc Harris: BusinessTV

Yeah, a lot of, a lot of owner directors are very sort of fond of a DIY approach whenever they can,
whenever they can. No, that's it. It's just, I thought I would ask that question. And then assuming
that that hasn't happened, and you are working with a client from the beginning, going in, you're
meeting up with them, you're discussing, you're helping them assess, you know, who in their
workforce this is appropriate for, looking at the employee landscape, implementing the strategies.
What sort of timeframe are we looking at from start? I mean, obviously, that's a difficult question,
because it depends on the company, the employee base, how many employees they've got, lots of
factors, I'm sure. But in general, are you able to sort of approximate roughly how long that process
takes? And what sort of input and commitment you need from senior management? What sort of
details and digital collateral you need from them in order for you guys to be able to do your job?

Damon Hopkins: Broadstone

Yeah, I mean, employee data is usually the starting point, because that's what we need for the
feasibility exercise. So right, the cost of implementation is x, versus the NIH savings is y, the return
on investment is z. So that's an important requirement. We would probably need HR support in
terms of some of the communication, we'd need to ensure the payroll provider configures things
from their perspective. So there are some dependencies around resourcing from other providers and
implementing salary sacrifice. But in the best case scenario, I've seen them implemented in as little
as two months. But on average, it's probably somewhere between four and six months for a medium
to large size employer. Generally speaking, the more employees, the slightly longer it will take the
process of the process, though, we follow the same steps, whether you're, you know, two, two
employees or 2000 employees. But yeah, I think a few months tends to be the general timescale for
implementation.
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Marc Harris: BusinessTV

Okay, well, and important, of course, when we're dealing with employee salaries, I'm sure there's
lots of checks and balances along the way, aren't there? Because it's important, it's really it's, it's
critical that it's got right first time, because of course, the last thing you want is a disgruntled
employee base who aren't getting paid what they thought they were, or it hasn't been communicated
properly as to exactly what is going on.

Damon Hopkins: Broadstone

And to reiterate, this is a contractual change between employee and employer. And therefore having
the mechanism to affect that contract change. We're not generally speaking, we don't go in and issue
a whole new contract of employment to give effect salary exchange. It's usually in a, in a sort of a
very simple one page, but robust form. But making sure that mechanism is effective to make that
changes is a important part of the process and be needs to be legally sound. And both employee and
employer need to be comfortable with the way that that's worded and ultimately delivered.

Marc Harris: BusinessTV

Yeah, indeed. Well, viewers, please get in contact with Damon and his team. Clearly, you're in safe
hands, whether you're coming to him because you have already tried to do this yourself and now
need help, or indeed, whether you're thinking of investigating this whole arena for the first time. So
please look at all the information that we have beneath this video as it's played on your screen.
There's loads of links through to Broadstone's website. There's contact forms that you can use to fill
out and reach Damon and his team. So please check all of that out and do what you can to
investigate the topic for yourself and reach out to Damon and his team. Damon, all that remains for
me to do is thank you. Thank you so much for taking the time to join us discussing what is quite a
nuanced topic. Very shortly after all of this news has dropped after the budget. So thank you very
much. We really appreciate you giving up your time and spending it with us today on Business TV.
Thanks a lot.

Damon Hopkins: Broadstone
Mark, thank you very much. Great discussion and appreciate the opportunity.

Marc Harris: BusinessTV
Pleasure. Our pleasure.
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